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May 17, 2005

MORTGAGEE LETTER 2005 -23

TO:

ALL APPROVED MORTGAGEES
SUBJECT:
Amended Late Request for Endorsement Procedures

This Mortgagee Letter (ML) supercedes ML 2004-14 and amends procedures for late submission of mortgage insurance case binders to FHA for endorsement.  The instructions below are designed to reduce the administrative burden on mortgagees that are unable to submit applications for mortgage insurance to FHA within 60 days of closing.  It also replaces the instructions found in the section “Late Request for Endorsement” contained in Chapter 3 of handbook HUD 4165.1 REV-3.

These procedures will provide an assurance that the loan was current at the time it was submitted by the mortgagee for FHA’s insurance endorsement.  Specifically, the mortgagee will be required to certify that no payment is more than 30 days overdue as of the date of the certification.  In assessing whether any payment is more than 30 days overdue, the mortgagee is required to ensure that all payments up to the payment due for the current month have been paid.  Since mortgage servicers are required to report defaults on mortgages, FHA intends to use this information to help confirm the accuracy of the mortgagee’s certification.  

Highlights of Major Changes

· Certification Requirements Clarified:  The mortgagee needs to only certify that the most recent payment that came due was made within that month.  An example is described later in this mortgagee letter.  

· Payment History or Ledger Eliminated:  FHA will no longer require a payment history or ledger to be submitted with the case binder.  Rather, FHA will rely on the certification provided by the mortgagee.  As a quality control measure, FHA will increase the selection of such mortgages for post-endorsement technical reviews and may use mortgage servicer reports to make certain that the mortgagee did not incorrectly certify that the loan submitted for insurance endorsement was not in default at the time the certification was made.
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· Six Consecutive Payment History Eliminated:  The requirement that if any payments have been made after the month due the loan is not eligible for endorsement until six consecutive payments have been made prior to and/or within the calendar month due is eliminated.  FHA believes its risk at insurance endorsement is based by the status of the mortgage at the time of endorsement and is, therefore, eliminating this requirement in the late endorsement request. 

Late Request for Endorsement Certification by the Mortgagee 


When submitting a late request for endorsement, under the circumstances described below, the mortgagee is required to include a dated certification, signed by a representative of that mortgagee on company letterhead, which includes the mortgagee’s complete address and telephone number.  This certification must be specific to the case being submitted, i.e., identify the FHA case number and the name(s) of the borrower(s) and state that:
· At the time of this certification, no mortgage payment is currently unpaid more than 30 days and; 

· All escrow accounts for taxes, hazard insurance and mortgage insurance premiums are current and intact, except for disbursements that may have been made to cover payments for which the accounts were specifically established, and;

· The mortgagee or its agents did not provide the funds to bring and/or keep the loan current or to bring about the appearance of an acceptable payment history.

If the payment due for the month before the mortgagee submitted the loan for endorsement has yet to have been received, that mortgage is not eligible for endorsement.  Individuals found making false certifications may have administrative sanctions taken against them including, but not limited to, debarment from participation in HUD’s and other Federal agency programs, civil money penalties and Program Fraud Civil Remedies Act sanctions.  

Examples of Late Endorsement Processing and Requirements


The following examples illustrate the procedures for late request for mortgage insurance endorsement:

· Mortgage closed June 4th with first payment due August 1st.  

· No certification is required if the mortgage insurance application is received for endorsement on or before August 31st.  Please note, however, if the mortgage case binder is sent back to the mortgagee due to a Notice of Return (NOR) and the mortgagee is not able to respond correctly before the later of 30 days or when the certification period begins (September 1st in this example), the certification will be required. 

3

· If the mortgage is received for endorsement in the HOC on or after September 1st(or first business day after that date), then the mortgagee must provide the endorsement certification. 
Please note that FHA determines whether a mortgage is received late based upon the date the HOC actually receives the case binder.  Mortgagees must consider mailing and processing times when submitting case binders to the HOC.  Mortgagees may determine the date the case binder was received and logged in by the HOC by reviewing the case status screen using the FHA Connection. 

The information collection requirements contained in this document have been approved by the Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3520) and assigned OMB control number 2502-0557.  In accordance with the Paperwork Reduction Act, HUD may not conduct or sponsor, and a person is not required to respond to, a collection of information unless the collection displays a currently valid OMB control number.

If you have any questions regarding this Mortgagee Letter, please contact your local Homeownership Center (HOC) in Atlanta (888-696-4687), Denver (800-543-9378), Philadelphia (800-440-8647), or Santa Ana (888-827-5605).








Sincerely,








Assistant Secretary for Housing-








    Federal Housing Commissioner
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